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1 Introduction
The modern phenomenon of Export Processing Zone (EPZ) was born in 1958 in Ireland, 
around Shannon airport. Located in the South eastern part of  Ireland, close to the coast, 
this airport was a major refuelling stop for translatlantic airlines. However, with the advent 
of long range jet airliners which no longer needed to refuel on the translatlantic flights, the 
airport  faced  a  dramatic  decline.  Thus,  the  Irish  government  decided  to  establish  an 
industrial estate in the vicinity of the airport to encourage foreign manufacturers to set up 
plants which would use the airport freight facilities for the import of components and the 
export of finished goods. The reasoning behind  the establishment of the Shannon Free 
Zone was that the firms would help to replace the jobs of 1,500 people lost as a result of 
the airport decline.
Its success surpassed all expectations: in the first year, nearly 440 jobs were created. Ten 
years  later,  the zone employed 4,750 people,  giving a new lease of life  to the airport, 
whose staff grew from 1,250 in 1960 to 2,200 in 1975. The interesting peculiarity of this 
innovative approach lies in the transformation of an old age concept of free trade zone into 
the modern concept  of industrial  export  processing zone.  The free posts  of the Roman 
empire,  the  free  towns  of  Middle  Ages  and  the  duty  free  ports  of  the  British  empire 
(Singapore, Gibraltar and Hong Kong) were used essentially for storing duty free goods 
before re-exporting them. The modern EPZ on the other hand are geared for manufacturing 
purposes, not only for storage or trade.
This  experiment  attracted  a  good  deal  of  international  interest  and  the  results  were 
regarded  as  a  considerable  success  by  UNIDO and  other  international  agencies  which 
urged developing countries to imitate the Shannon project. Therefore, the first zone created 
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in  a  developing  country  was  in  India,  in  1965.  By 1980 more  than  30  countries  had 
established export processing zones. Ten years later the number of countries with zones 
had  doubled  and  quadrupled  again  through  2006  to  3500   The  vast  majority  are  in 
developing world. Roughly 3126 are in developing or transitional countries in Africa, Asia 
and Latin America. 
In  light  of  this  considerable  success,  Eritrea  has  also  decided  to  establish  two Export 
processing zones in its port cities of Massawa and Assab, in 2006. The reason behind the 
establishment of EPZ is the re-construction of the economy after 30 years of war with its 
neighbour  Ethiopia.  Thus,  the  establishment  of  EPZ  is  expected  to  stimulate  the 
mobilization  and  the  development  of  capital,  technology,  and  skilled  manpower  that 
Eritrea lacks from domestic and foreign sources. 
1.1 The rationale: reasons for the study
Eritrea  is  well  known  for  its  independent  thinking  and  hardworking  people.  They 
developed the culture of self-reliance when they were fighting to liberate their  country 
from  Ethiopian  colonization,  and  within  hours  of  victory,  the  long  struggle  for 
rehabilitation and reconstruction was launched.
The private  sector  was  envisaged as  the  lead  economic  actor  in  the  new Eritrea.  The 
macro-economic  policy  framework  was  meant  to  promote  private  enterprise,  stimulate 
private investment and achieve economic recovery and growth to enhance the standard and 
quality of life of the Eritrean people.
Thus,  the  implementation  of  the  free zone in  Massawa's  port  means  attracting  foreign 
investments that will be the  major catalyst for economic growth and the integration for a 
developing  country  as  Eritrea   in  the  global  economy.  Since  it  occupies  a  strategic 
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maritime  location  that  straddles  one  of  the  world’s  busiest  sea  lanes,  the  researcher 
believes that  Eritrea has a potential to become a hub of regional trade.  
Hence,  since  many people  have  not  even heard  about  Eritrea,  the  researcher  wants  to 
conduct this study in order to demonstrate the importance of Eritrea for the African's and 
global economy in general. Furthermore, through this study, the researcher is willing to 
increase the understanding about the phenomenon of the “export processing zones” and 
find out if they can be a  valid development tool.
 
1.2 Research questions
The key question that will be addressed in this study is: “Can Eritrea be a gateway for 
investments in Africa?” In line with this, other questions that will be given answer to are:
• What are the main characteristics and goals of an EPLZ?
• What are the costs and benefits of an EPLZ to host countries? 
• How  can  the  national  economic  environment  of  host  countries  influence  the 
performance of an EPLZ?
• What are the arguments for and against EPLZ?
• How can human rights be protected in these zones?
• What effects do multilateral and regional trade agreements have on EPLZ?
• What kind of relations does Eritrea have with the rest of the world?
• How can Eritrea be of fundamental importance for the global economy?
• Can  EPLZ  be   a valid strategy for the post-war economic recovery's  project of 
Eritrea?
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1.3 Research objectives
The main objective of this study is to understand if the EPLZ can integrate Eritrea into the 
global supply chain. In regard to this, it would therefore require to:
• Describe  the  history  of  Eritrea  and  analyze  the  effects  that  had  the  foreign 
colonization on the Eritrean economy;
• Describe the main characteristics and goals of an EPLZ;
• Explore the role and impact of an eplz for the economic development of developing 
countries.
• Explore the crucial factors for a successful EPLZ;
• Examine the pros and cos of an EPLZ..
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2 Methodology 
2.1 Introduction
The present chapter will discuss the overall research strategy which enables the drawing of 
correct inferences to answer the various research questions that are asked by the researcher.
It starts with an overview of research paradigms as fundamental beliefs that affect the ways 
to conduct social research, including the choice of a particular research methodology. The 
chapter then
details the elements of case study design, including the justification to choose case study 
approach. The sections that follow present an overview of the required data.
2.2 Research paradigms: positivism, interpretivism, critical post-
modernism and pragmatism
Research paradigms address the philosophical  dimensions of social sciences. A research 
paradigm is a set of fundamental assumptions and beliefs as to how the world is perceived 
which then serves as a thinking framework which influences how one undertake a social 
study  from  the  way  of  framing  and  understanding  social  phenomena.  Although  the 
philosophical  backgrounds  usually  remain  implicit  in  most  research,  they  affect  the 
practice of research. 
These paradigms or systems of thinking, guide a study by defining its nature along the 
dimensions of ontology, epistemology and methodology. Ontology  is the view of how one 
perceives  a  reality:  it  specifies  the  nature  of  the  knowledge,  .  On  the  other  hand, 
epistemology specifies  the  development  of  that  knowledge  In  addition  to  these  two 
fundamental  philosophies,  a   basic  belief  that  affect  the  way  to  investigate  reality  is 
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methodology that refers to a model for undertaking a research process in the context of 
particular paradigm.  The methodology defines the practical way in which the researcher 
goes about doing the research.
Following this suggestion, the main  theoretical paradigms that discussed in the literature 
are: positivist, interpretivist/constructivist, postmodern critical theory and pragmatism. 
Positivism is  the  world of  science  and testing  hypothesis  that  is  why it  is  sometimes 
referred as a “scientific method”. According to the positivist ontology, there is a single 
social  reality that is external and objective  against which researchers can compare their 
claims  and  ascertain  truth.  Epistemologically,  this  paradigm  advocates  the  use  of  a 
scientific approach by developing numeric measures to generate acceptable knowledge. On 
the  other  hand,  positivist  methodology  is  value  neutral  in  which  the  researcher  as  an 
external  observer,  describe  and  explain  relationships  in  order  to  formulate  laws,  thus 
creating a basis for prediction and generalization. It commences with the test of theory in 
the form of hypotheses and involves statistical tests in their research process.  Therefore 
real  events  can  be  observed  empirically  and  explained  with  logical  analysis.  For  this 
reason, positivist approaches rely heavily on experimental and manipulative methods.
On the  contrary,  the  interpretivist/constructivist paradigm developed  as  a  critique  of 
positivism in the social sciences, it asserts that human beings construct their own social 
realities in relation to one another. By positing a reality that cannot be separate from our 
knowledge of it (no separation of subject and object), the interpretivist paradigm posits that 
researchers' values are inherent in all phases of the research process. Ontologically,  the 
reality  is  subjective:  many  social  realities  exist  due  to  various  human  experiences, 
including  people’s  knowledge,  views  and  interpretations.  Regarding  the  epistemology, 
events in interpretivism are understood through the mental processes of interpretation that 
is  influenced  by  interaction  with  social  contexts.  Furthermore  the  interpretivist 
methodology as opposed to the positivist methodology, is directed at understanding and 
interpreting phenomenon where the researchers'  values are inherent in all phases of the 
research process.
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The critical post-modernism is a combination of two paradigms: critical theory and post-
modernism. The former,  developed by the Frankfurt  school in Germany,  it  asserts that 
social  reality  is  historically  constituted  and  has  been  shaped  by  cultural,  political, 
economic, ethnic and gender values. On the other hand, the latter emerged in part through 
the work of French intellectuals and believes that social reality is created by discourses 
(such as media, academic disciplines, religions...)  which thereby are used to understand 
such reality. Thus, critical post-modernism politicizes social problems by situating them in 
historical  and  cultural  contexts,  and  by  deconstructing  (analysing)  discourses  such  as 
languages, policies and practices. Therefore like the interpretivist paradigm, social reality 
is understood by multiple interpretations.
Pragmatism is not committed to any one system of philosophy or reality (such as ontology 
and epistemology). In fact since the emphasis is on what works best to address the research 
problem  at  hand,  instead  of  questioning  ontology  and  epistemology  as  the  first  step, 
pragmatist users start off with the research question to determine their research framework.
2.3 Paradigm adopted in this study: critical post-modernism
Following the above discussions, the philosophical assumption underlying this study come 
from critical post-modernism as it gives the researcher greater scope to address issues of 
influence and impact. Furthermore, critical post-modernism enable social phenomenons to 
be critically examined from a cultural,  historical and political  stance,  thus allowing the 
researcher to understand and analyse the phenomenon from various prospectives. Through 
the use of this approach the researcher analyses extant discourses and deconstructs them in 
order to break open discursive closures and facilitate  new discourses.  In doing so it  is 
important  to  understand  current  discourses  which  means  that  history  and  context  of 
discourses should be considered. 
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In practice, critical methodologies are often similar to interpretive ones in using in research 
methods, however the difference to interpretive research is that empirical "data" is used for 
the purpose of changing reality and not only describing it.
2.4 Research methodology: quantitative and qualitative approaches
Each of the paradigms discussed above has definite research methods which can be used in 
carrying out a study. Research methodology is the philosophical basis for method. On the 
other hand,  research method is a technique or processes the researcher use to conduct 
his/her enquiry, which moves from the underlying assumptions to research design and data 
collection.
Although there are other distinctions in the research modes, research methods can be placed 
into  two  basic  categories:  qualitative and  quantitative.  At  one  level,  qualitative  and 
quantitative refer to distinctions about the nature of knowledge: how one understands the 
world and the ultimate purpose of the research. On another level of discourse, the terms 
refer to research methods, that is, the way in which data are collected and analysed, and the 
type of generalizations and representations derived from the data. 
In  regard  to  the  nature  of  knowledge,  quantitative  research  method  was  originally 
developed in the natural sciences to study natural phenomena and it is based on a positivist 
approach: there is an objective view of the reality which can be measured by an instrument 
in  order  to  establish   relationships  between  measured  variables.  On  the  contrary, 
qualitative  research  method  which  was  developed  in  the  social  sciences  to  enable 
researchers to study social  and cultural  phenomena, is associated with the interpretivist 
paradigm: social reality is subjective and therefore the purpose of the research consists in 
understanding phenomena through the meanings that people assign to them. 
Given these distinctions and definitions of a qualitative study, qualitative research is most 
appropriate for this study because allows the researcher to become more familiar with the 
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phenomenon of interest, to achieve a deep understanding of how people think about a topic 
and to describe in great detail the perspectives of the research participants.  The goal of 
qualitative research is to discover patterns which emerge after close observation, careful 
documentation, and thoughtful analysis of the research topic. Furthermore the researcher 
choose to select a qualitative study because of the nature of the research  question: while 
quantitative research can tell you when, where, and how often things happen, qualitative 
research looks at the “why” and “how”.
2.5 Research design: an exploratory/descriptive case study
Research design refers to the structure of an enquiry to integrate the different components 
of the study in a coherent and logical way thereby, ensuring the researcher will effectively 
address the research problem. There are three basic types of research design depending on 
the purpose of the study:  exploratory,  descriptive,  and  causal.  Exploratory research is 
often considered a preliminary stage of the research process and its goal is to gain a greater  
understanding of a phenomenon and to discover ideas and insights. Descriptive research is 
designated to describe characteristics of a phenomenon and the real-life context in which it 
occurred.  On  the  other  hand,  causal research  is   used  to  establish  cause-and-effect 
relationships between variables (experiments are commonly used in this type of design).
The research design for this study is an exploratory/descriptive case study since they are 
both considered non-experimental or observational research. The combination of these two 
designs will  help the researcher to straighten its inquiry: if the exploratory approach will 
be used to discover the important variables in a given situation, a descriptive research will 
be used to provide an accurate and valid representation of those variables. In other words, 
where  exploratory  research  discovers  something  of  interest  and  gives  directions, 
descriptive research encapsulates it. 
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Case study is an approach to research that facilitates exploration of a phenomenon within 
its  context  using a  variety of data  sources.  This  ensures that  the  issue is  not  explored 
through one lens, but rather a variety of lenses which allows for multiple facets of the 
phenomenon to be revealed and understood. According to  Yin (2003) a case study is “an 
empirical inquiry that investigates a  contemporary phenomenon within its real-life  context, 
especially when the boundaries between phenomenon and context are not clearly defined”.
This approach has the potential to deal with simple through complex situations. It enables 
the researcher to answer “how” and “why” type questions, while taking into consideration 
how a phenomenon is influenced by the context within which it is situated. Therefore this 
approach is suitable for the researcher who is willing to cover contextual conditions because 
she believes they are relevant to the phenomenon under study. 
2.6 Data sources
The  researcher  will  use  secondary  data  sources  to  base  and  confirm  her  study  and 
findings. Secondary data sources are data which already exist and they are are used to 
interpret  and  analyse  primary  sources.  These  sources  will  include  previous  research 
reports, government reports, online interviews and journal content. Also, existing findings 
on journals and existing knowledge on books will  be used .The interpretation will be 
conducted which can account as qualitative in nature since it uses observation as the data 
collection method and  aims to get a better understanding through first hand experience 
and truthful reporting. As the topic of this thesis is related to international investment law, 
law sources such as treaty collection and the Eritrean Investment code will be used in this 
research.
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3 Economic history of Eritrea 
3.1 The foreign trade of the ancient port of Adulis and
 the Kingdom of Aksum
Aksum was a powerful and wealthy ancient  kingdom situated in what is now Eritrea and 
and Tigray (a province in North Ethiopia). The Aksumite state bordered one of the ancient 
world's  great  arteries  of  commerce,  the  Red  Sea,  and  through  its  port  of  Adulis,  the 
kingdom participated  actively  in  contemporary  events  and  became  a  major  naval  and 
trading power from the 1st to the 7th centuries AD.
The port of Adulis, located in the modern eritrean port of Massawa, was once used to be a 
centre of the world trade and the most important port city in Africa. Before the rise of the  
Aksumite kingdom,  Adulis was known as part of the Land of Punt (the Land of Gods) an 
area that attracted the trading ships of the Egyptian Pharaohs for millennia. From this land 
ancient Egyptians were used to acquire amongst other precious goods, Frankincense and 
Myrrh, which when combined with Onycha, styrax benzoine, (an operculom shell found 
only along Eritrea’s coastline) were used to create the sacred incense used in Egyptian (and 
Hebrew) temples. Myrrh oil was used to anoint the bodies of the Pharaohs, a requirement 
for their souls to pass into the afterlife.  Other valuable trade goods imported from Punt 
were gold, salt (still harvested in Massawa and used as currency in ancient times), ivory 
and ebony (ebony wood is found in Eritrea's western lowlands where even today a herd of 
elephants still roam today).
These relations began to relax and lately the Eritrean coastal zone became a trading post 
for South Arabian merchants who used the natural anchorage of this region for the purpose 
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